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Google Tunes in the Ecosystem? 

 

 
 
Data      
Target Price-Yr.End '06 $550 Shares Out 314M (FD) LT Debt to Tot Cap 0% 
52-Wk Range $475.11-$172.57 Avg Day Trade Vol 10M EV/Fwd EBITDA 20x ('07) 
Market Cap (MM) $135B Book Value $13.20   

Pro Forma Estimates    
 Q1 Mar Q2 Jun Q3 Sep Q4 Dec Year 
2005 $1.29A $1.36A $1.51A $1.79 $5.91 
2006     $8.27(1) 
2007     $12.01(2) 
 
(1) Includes our estimate of $0.74 in option expenses, ($9.00) (2) Includes our estimate of $1.10 in options expenses ($13.11)  
 
Key Points 
*** In our report on Jan 4, we laid out for investors our view of the Google Ecosystem flourishing around Google.  

With existing and yet-to-be-announced products, we postulated that Google would spawn various sub-sectors that 
would not only flourish themselves, but also be self reinforcing to Google.  

*** In this vein, we believe that Google is in the midst of creating its own iTunes competitor, which we've dubbed 
"Google Tunes".  We think this is a logical step, now that the nascent Google Video product has been introduced. 

*** Why is Google Tunes attractive to Google? According to Nielsen/Net ratings, unique visitors to Apple’s iTunes site 
increased 241% YoY to 20.7M, for a 14% reach.  Further, Nielsen indicates that iTunes users form a distinct target 
audience with brand preferences along autos, alcohol beverages, magazines, and television.  

*** We would expect Google to rollout a Beta service within 3-6 months.  We note that Google has not confirmed our 
expectations, and that our thinking is based on Mosaic theory. However, we do think this fits with Google's recent 
moves and its ultimate goal of organizing the world's information. 

*** Lastly, we think that increased digital media download functionality on the 'Net  is inevitable and will be done with 
or without Google.  We note that Google likes to improve on existing products (i.e. maps, email) and would expect 
that its service will try to be fungible with iPods and other MP3 players. 
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IMPORTANT DISCLOSURES 
 
Valuation Method for Target Price: To value Google we use a DCF with a WACC of 12.5% and an 8% terminal growth 
rate 
Investment Risks: Stronger competition could emerge, i.e. MSN; Marketshare shift from Online Advertising back to 
traditional media 
 
ANALYST CERTIFICATION 
The Research Analyst(s) who prepared the research report hereby certify that the views expressed in this research report 
accurately reflect the analyst(s) personal views about the subject companies and their securities. The Research Analyst(s) 
also certify that the Analyst(s) have not been, are not, and will not be receiving direct or indirect compensation for 
expressing the specific recommendation(s) or view(s) in this report. 
Robert S. Peck 
 
GOOGLE(GOOG): Bear, Stearns & Co. Inc. is a market maker in this company's equity securities. 
GOOGLE(GOOG): The subject company is or during the past twelve (12) months has been a non-investment banking 
client (securities related services) of Bear Stearns & Co. Inc. 
GOOGLE(GOOG): Within the past twelve (12) months, Bear, Stearns & Co. Inc. or one of its affiliates has received non-
investment banking compensation from this company. 
 
For important disclosure information regarding the companies in this report, please contact your registered representative 
at 1-888-473-3819, or write to Sandra Pallante, Equity Research Compliance, Bear, Stearns & Co. Inc., 383 Madison 
Avenue, New York, NY 10179. 
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The costs and expenses of Equity Research, including the compensation of the analyst(s) that prepared this report, are paid 
out of the Firm's total revenues, a portion of which is generated through investment banking activities.   
   
CIR 230 Disclaimer   
   
Bear Stearns does not provide tax, legal or accounting advice.  You should consult your own tax, legal and accounting 
advisors before engaging in any transaction.   
   
In order for Bear Stearns to comply with Internal Revenue Service Circular 230 (if applicable), you are notified that any 
discussion of U.S. federal tax issues contained or referred to herein is not intended or written to be used, and cannot be 
used, for the purpose of: (A) avoiding penalties that may be imposed under the Internal Revenue Code; nor (B) promoting, 
marketing or recommending to another party any transaction or matter discussed herein.  
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This report has been prepared in accordance with the Firm's conflict management policies.  Bear Stearns is 
unconditionally committed to the integrity, objectivity, and independence of its research.  Bear Stearns research analysts 
and personnel report to the Director of Research and are not subject to the direct or indirect supervision or control of any 
other Firm department (or members of such department).   
   
This publication and any recommendation contained herein speak only as of the date hereof and are subject to change 
without notice.  Bear Stearns and its affiliated companies and employees shall have no obligation to update or amend any 
information or opinion contained herein, and the frequency of subsequent publications, if any, remain in the discretion of 
the author and the Firm.  
 
Bear, Stearns & Co. Inc. Equity Research Rating System: 
Ratings for Stocks (vs. analyst coverage universe): 
Outperform (O) - Stock is projected to outperform analyst's industry coverage universe over the next 12 months. 
Peer Perform (P) - Stock is projected to perform approximately in line with analyst's industry coverage universe over the 
next 12 months. 
Underperform (U) - Stock is projected to underperform analyst's industry coverage universe over the next 12 months. 
 
Ratings for Sectors (vs. regional broader market index):  
Market Overweight (MO) - Expect the industry to perform better than the primary market index for the region (S&P 500 
in the US) over the next 12 months.  
Market Weight (MW) - Expect the industry to perform approximately in line with the primary market index for the region 
(S&P 500 in the US) over the next 12 months.  
Market Underweight (MU) - Expect the industry to underperform the primary market index for the region (S&P 500 in the 
US) over the next 12 months. 
 
Bear, Stearns & Co. Inc. Ratings Distribution as of December 31, 2005:        
Percentage of BSC universe with this rating / Percentage of these companies which were BSC investment banking clients 
in the last 12 months.         
Outperform (Buy): 40.4 / 22.6  
Peer Perform (Neutral): 49.6 / 16.2  
Underperform (Sell):  10.0 / 6.4 
 
Securities covered by the author(s) of this report include:  
 
Robert Peck (Consumer Internet): Amazon.Com, Ebay Inc., Expedia, Inc., GOOGLE, GSI Commerce, 
IAC/InterActiveCorp., Vistaprint Ltd. 
 
Robert Peck (Satellite Communications): Echostar Communications Corp., PanAmSat Holding Corp., SES Global S.A., 
Sirius Satellite Radio, The DirecTV Group, VIASAT INC, XM Satellite Radio 
 
Alexia Quadrani (Advertising & Marketing Services): ADVO, Inc., Arbitron, Catalina Marketing Corp., Digitas, Harte-
Hanks, Inc., Interpublic Group Of Companies, Omnicom Group, Valassis Communications, WPP GROUP, PLC, WPP 
Group, Yahoo! Corp. 
 
Alexia Quadrani (Publishing): Gannett Company, Journal Register Company, Knight Ridder, New York Times Company, 
The E.W. Scripps Company, Tribune Company 
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OTHER DISCLAIMERS     
     
This report has been prepared by Bear, Stearns & Co. Inc., Bear, Stearns International Limited or Bear Stearns Asia 
Limited (together with their affiliates, "Bear Stearns"), as indicated on the cover page hereof.  This report has been 
adopted and approved for distribution in the United States by Bear, Stearns & Co. Inc. for its and its affiliates' customers.  
If you are a recipient of this publication in the United States, orders in any securities referred to herein should be placed 
with Bear, Stearns & Co. Inc.  This report has been approved for publication in the United Kingdom by Bear, Stearns 
International Limited, which is authorized and regulated by the United Kingdom Financial Services Authority.  Private 
Customers in the U.K. should contact their Bear, Stearns International Limited representatives about the investments 
concerned. This report is distributed in Hong Kong by Bear Stearns Asia Limited, which is regulated by the Securities and 
Futures Commission of Hong Kong.  Additional information is available upon request.  
 
Bear Stearns and its employees, officers, and directors deal as principal in transactions involving the securities referred to 
herein (or options or other instruments related thereto), including in transactions which may be contrary to any 
recommendations contained herein.  Bear Stearns and its employees may also have engaged in transactions with issuers 
identified herein.  Bear Stearns is affiliated with a specialist that may make a market in the securities of the issuers 
referred to in this document, and such specialist may have a position (long or short) and may be on the opposite side of 
public orders in such securities. 
 
This publication does not constitute an offer or solicitation of any transaction in any securities referred to herein.  Any 
recommendation contained herein may not be suitable for all investors.   Although the information contained in the 
subject report (not including disclosures contained herein) has been obtained from sources we believe to be reliable, the 
accuracy and completeness of such information and the opinions expressed herein cannot be guaranteed.  This publication 
and any recommendation contained herein speak only as of the date hereof and are subject to change without notice.  Bear 
Stearns and its affiliated companies and employees shall have no obligation to update or amend any information or 
opinion contained herein. 
 
This publication is being furnished to you for informational purposes only and on the condition that it will not form the 
sole basis for any investment decision.  Each investor must make their own determination of the appropriateness of an 
investment in any securities referred to herein based on the tax, or other considerations applicable to such investor and its 
own investment strategy.  By virtue of this publication, neither Bear Stearns nor any of its employees, nor any data 
provider or any of its employees shall be responsible for any investment decision.  This report may not be reproduced, 
distributed, or published without the prior consent of Bear Stearns. ©2006.  All rights reserved by Bear Stearns.  Bear 
Stearns and its logo are registered trademarks of The Bear Stearns Companies Inc. 
 
This report may discuss numerous securities, some of which may not be qualified for sale in certain states and may 
therefore not be offered to investors in such states.  This document should not be construed as providing investment 
services.  Investing in non-U.S. securities including ADRs involves significant risks such as fluctuation of exchange rates 
that may have adverse effects on the value or price of income derived from the security. Securities of some foreign 
companies may be less liquid and prices more volatile than securities of U.S. companies. Securities of non-U.S. issuers 
may not be registered with or subject to Securities and Exchange Commission reporting requirements; therefore, 
information regarding such issuers may be limited. 
 
NOTE TO ACCOUNT EXECUTIVES: For securities that are not listed on the NYSE, AMEX, or Nasdaq National 
Market System, check the Compliance page of the Bear Stearns Intranet site for State Blue Sky data prior to soliciting or 
accepting orders from clients. 


